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What’s in Gambles people? All the qualities that keep a modern corpora¬ 
tion strong and flexible in today’s changing economic arena. Human 
qualities like friendliness and courtesy. A natural curiosity that asks how 
a job can be done better, and maybe quicker. A willingness io lend a 
helping hand to co-workers beyond what is merely required. Professional 
qualities like integrity, candor, and sensitivity to the public image of the 
company of which they are a part. And pride of wcrkmanship-no matter 
what the job may be. 

Across the state and international boundaries of North America, these 


are the qualities that link Gambles people —in all their natural diversity 
of age, expertise, and cultural background-in a common daily effort. 
It is only through the steady continuation of this effort that the facts and 
figures contained in this report are possible at all. 
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Highlights of The Year 


Net sales. 

Earnings before income taxes. 

Net earnings . 

Earnings per common share: 

Primary . 

Fully diluted. 

Dividends per share of common stock 


1975 

1974 

Fifty-three weeks ended 

Januery31,1976 

Fifty-two weeks ended 
January 25,1975 

$1,559,043,000 : 

$1,487,455,000 

43,364,000 

48,278,000 

22,615,000. 

24,986,000 

4.82 

5.52 

: V 4.38 

4.71 

1.40 

1.40 
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TO OUR STOCKHOLDERS: 


April 8,1976 


We are pleased to report excellent earnings for the year ended January 

31.1976. Sales reached all-time record levels. Earnings per share on a fully 
diluted basis were $4.38 compared to $4.71 reported for the record fiscal 
year ended January 25, 1975. 

Sales for the year were up 4.8 percent to $1,559,043,000 compared with 
$1,487,455,000 for the previous year. Following a very difficult first quarter, sales 
began to strengthen in the middle of the second quarter and by fall we were 
experiencing encouraging sales comparisons in comparable units. We enjoyed the 
strongest fourth quarter sales and profit performances ever recorded in the com¬ 
pany’s history. 

In retrospect, we believe that we were fairly accurate in our appraisal of the 
economic factors upon which our 1975 plans were based. As expected, the impact 
of the economic recession on our Canadian operations maximized about six months 
later than in the United States. The predicted second half recovery in consumer 
spending did indeed materialize in this country. 

Remarkable strength in softline merchandise sales offset the persistent lag 
in big ticket hardline sales. And finally, recovery in our U.S. operations in the second 
half enabled us to close out the year with a profit performance very close to that of 
the preceding all-time record year. 

During 1975, we celebrated the anniversary of our 50th year in retailing with 
many special events and merchandising promotions. We acknowledge gratefully 
the efforts of our employees and suppliers in making these events successful. 

With the theme of this Report — “it’s in the people” — we are giving appropriate 
recognition to the fact that it is our employees and suppliers whose continuing 
cooperative efforts will enable our company to grow and prosper. 

The dedication of our employees to your company, and their interest in it, are 
intensified by the fact that our two key employee benefit plans —the Thrift Plan and 
the Pension Plan —now hold an aggregate of approximately 21 percent of our 
common stock, and the Thrift Plan, with approximately 743,000 shares as of March 

31.1976, is our largest stockholder. 

BERTIN C. GAMBLE WAYNE E. MATSCHULLAT 

Chairman of the Board and President 

Chief Executive Officer 
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A corporate buyer’s never-ending task boils down to this: getting the best 
product at the lowest Dossible cost. As any of these men and women will 
tell you, behind the finished product in the store are long hours of prod¬ 
uct research, market strategy planning, and negotiations with product 
suppliers. 


“I’ve always enjoyed clothes, so 
the fashion industry is a natural for 
me. It's fun — and a challenge — 
to find out why people buy clothes 
and what they look for when they 
do. And I appreciate being able to 
own part of the company I work 
for through our employee stock 
ownership plan. It makes the hard 
work seem more meaningful." 
Linda Huss 
Sportswear Buyer 
Skogmo Stores Division 


MERCHANDISING 

OPERATIONS 

The encouraging results of the 
company’s tv/o most recent 
years are detailed in the accom¬ 
panying financial statements. 
Also presented are a ten-year 
summary of significant data, a 
five-year summary of operations 
and a separate summary of 
operating results by group. 
These reveal an impressive rec¬ 
ord of growth in sales, earnings, 
capital base and overall finan¬ 
cial strength. However, the 
vitality of the company and its 
promising future are nowhere 
more dramatically highlighted 
than in the faces and the 
expressed attitudes of the 
people whose common efforts 
are the basis for our conviction 
that — “it’s in the people”. 

In the next few pages of pictures 
and comment we have tried to 
highlight some of the things our 
employees have accomplished 
during the past year, and plan to 
accomplish in the months ahead. 

BUYING AND SERVICE 
Continued corporate emphasis 
on specification buying has 
produced substantial positive 
results in the area of source and 
product exclusivity, and there 
has been further development of 
our private label, “Coronado,” 
in both appliances and 
electronics. 

in 1975, two test service centers 
for appliances and television 
were opened in Norfolk and 
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Grand Island, Nebraska. If they 
prove to be successful, 
they will be the prototype for 
additional service centers to be 
opened in the near future. 

This decentralization of repair 
service represents a new service 
concept. Strategically located 
centers will enable the company 
to offer more service to 
customers and to expand our 
appliance and TV market 
penetration of our upper 
midwest marketing area. 
Corporate buying in our New 
York fashion apparel buying 
office, specifically in women’s 
outerwear, handbags, jewelry 
and accessories, contributed 
substantially to additional sales 
and profits for our catalog sales, 
mass merchandising and 
department store divisions. 

The linen and domestics 
corporate buying program has 
moved ahead at an accelerated 
pace with the catalog sales and 
mass merchandising divisions 
enjoying substantial sales and 
profit increases in these lines. 
During 1976, the J. M. McDonald 
stores will be added to this 
corporate buying program. 

Our corporate specification 
buying program for the year will 
continue to move forward in iine 
with orderly planning with major 
emphasis in the areas where its 
expertise will contribute to an 
increase in sales and profits. 



Gamble dealers attend training sessions in the Home Office to s 
management skills and to learn how to use Gambles’ new Sysl 
Learning Program to update their knowledge of the products they : 


“I believe the new Systematic 
Learning Program will enable 
dealers and their employees — 
women as well as men — to speak 
knowledgeably with customers 
about sophisticated product areas 
like paint or electronics. We're 
trying to boost their confidence in 
their own sales potential.” 

Sallie Moniot 
Coordinator 

Systematic Approach to Learning 
Gamble Stores Division 
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Tempo employees are a cooperative, close-knit group. They know it takes 
smoothly coordinated effort to make a store “go.” That’s why they are 
always ready to assist one another to insure that every customer is prop¬ 
erly cared for. 



"It’s the fast pace of retailing that 
appeals to me most. Each day 
brings something new to learn, 
some problem to overcome. And 
the people are great. I must thrive 
on the responsibilities involved, 
because I've been with Tempo for 
seven years." 

Debbie Grant 

General Merchandise Manager 
Tempo Store 

Tempo-Buckeye Stores Division 


Gambles continues to be 
involved in trade with the Orient 
through its west coast import 
division which maintains buying 
offices in Hong Kong and Tokyo. 
A wide variety of merchandise is 
procured and distributed 
profitably through our merchan¬ 
dising divisions and through 
unaffiliated accounts. 

UNITED STATES HARDLINES 
The year was one of major 
change for the hardlines division 
in the United States. 

The six-thousand-page store 
catalog was transferred to the 
microfiche system which 
condenses 98 catalog pages to 
a single 4" by 6" microfiche film. 
This innovation substantially 
reduces the cost of printing and 
mailing, as well as the number 
of man hours spent in updating 
the catalog at store level. 

A new “Systematic Approach to 
Learning” program was 
developed during the year and 
introduced to the Gamble 
dealers at their annual January 
buying market which was held 
this year in New Orleans. This 
combination of audio cassettes, 
learning booklets and 
microfiche visuals represents a 
major breakthrough in the 
training of retail salespeople. 

A new paint learning program 
was offered to dealers in 
January and plans call for the 
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introduction of learning 
programs for electronics, 
appliances, plumbing, electrical, 
hardware, tools and lawn and 
garden during the months ahead. 
Electronic point-of-sale cash 
registers were successfully 
introduced during the year in 
the Gamble Division’s company- 
owned stores and offered to 
Gamble dealers at the January 
market. In the months ahead, 
electronic cash registers will 
become standard equipment in 
all Gamble stores. 

A portable electronic data 
transmission system was 
introduced with great success 
during the year. Operating 
through a direct telephone 
hookup to the home office, the 
store operator can arrange 
electronically for the perform¬ 
ance of a wide range of services. 
Use of this device reduces order 
time by as much as 66 percent, 
maintains better inventory 
control and stock turnover, and 
increases sales and profit 
potential. 

During the year, approximately 
100 stores were upgraded to 
the Gamble Home Products 
Center or Home Improvement 
Center concept. The program 
will be implemented in 150 
outlets this year. 

CANADIAN RETAILING 

The recession in Canada seemed 

to have had its severest impact 


in the first and second quarters 
of 1975. Our Canadian divisions 
suffered a significant drop in 
profits during that period. A 
relatively flat sales performance, 
combined with sharply increased 
costs, contributed most to that 
result. The economy and the 
sales picture strengthened 
during the third and fourth 
quarters. 

Twenty-one new dealer stores 
were opened and the Macleod 
and Stedmans Divisions 
continued the policy of remodel¬ 
ing or expanding existing units 
to maximize sales potential. 

New store layouts were 
developed to improve merchan¬ 
dise presentation and sales per 
square foot. 

The year was one of major 
adjustment and reorganization 
for Wood Alexander Limited, 
the Crest hardware chain, which 
closed an antiquated, inefficient 
multi-story warehouse in 
Hamilton and opened a new 
distribution center in Burlington, 
Ontario. 

MASS MERCHANDISING 
A major upgrading of our mass 
merchandising stores, which 
began in 1974, has been 
considerably accelerated. Six 
stores were completely 
redesigned and remodeled 
during the year, six units are 
presently undergoing the 
upgrading treatment and plans 


call for the extension of the 
program to at least an additional 
four stores later this year. The 
upgrading will include greater 
emphasis on softlines, partic¬ 
ularly wearing apparel and 
home fashions. 

The division recently announced 
the closing, during the first half 
of this year, of ten marginal 
units. The release of capital and 
manpower from these units will 
permit rapid implementation 
of the upgrading program. 
Additional executive talent and a 
realignment of responsibilities 
has resulted in the strengthening 
of the central merchandising 
staff. 

SOFTLINES AND 
FASHION APPAREL 
The McDonald department store 
group opened four new outlets 
during the year, two being 
replacement units at Grand 
Island and Norfolk, Nebraska, 
cities that have had McDonald 
stores for many years. 

New stores were opened at 
Greeley, Colorado and Wichita, 
Kansas, the latter representing 
a stronger penetration of the 
metropolitan Wichita market in 
which five McDonald stores are 
now in operation. 

The new outlets contributed to 
the 11 percent sales increase 
achieved by the division, as did 
the upgrading of a number of 
stores in midwestern cities. The 
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Speed and efficiency are crucial as employees of the Candy and Nut 
Department of Red Owl Stores work to meet tight schedules in packaging 
perishable products and shipping to stores all across the Upper Midwest. 
To maintain flavor and freshness, goods must reach the point of sale 
promptly. 


"We carry one hundred van 
of candy — which means we 
make our selections from r 
different suppliers. But I feel ft 
the secret to better quality ir 
products—quality thatpeopk 
taste.” 

Harold Sands 
Plant Superintendent 
Candy and Nut Department 





ravorable sales trend reflected 
heavy attention to brand-name 
fashion merchandise. Consumer 
demand remained much strongei 
in this area throughout the 
depressed period of early 1975. 
In 1976, the division will 
continue its commitment to 
selective expansion in both new 
and existing markets, as well as 
its modernization and upgrading 
of present stores. 

Continued internal growth is 
expected from a stronger 
fashion-oriented domestic 
program, and from aggressive 
merchandising and promotional 
efforts, particularly in the area 
of men’s wear. 

The Gamble department store 
group now has 26 outlets in 14 
states. This division enjoyed the 
best sales and earnings record 
in its history. Increases came 
almost entirely from existing 
stores as expansion during the 
year was held to a single outlet, 
the second suburban branch of 
The Paris Company in Sait 
Lake City. 

Plans for the current year 
include the upgrading and 
modernization of several 
existing units to provide greater 
emphasis on fashion 
merchandise. 

The Mode O’Day women’s 
apparel division reported a 
sales increase of nearly 17 
percent during the year. This 
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was well over plan and was 
accomplished by rigid adher¬ 
ence to operational planning and 
aggressive promotional efforts 
directed at basic merchandise 
items. For example, 50,000 of a 
new basic knit top were sold. 

The inventory plan for each 
store was made more flexible to 
enable the store to offer 
merchandise geared to its 
location. Stores in large regional 
centers were given a different 
merchandise mix from outlets in 
college towns or Main Street 
shops in rural communities. 

Six new, large company-owned 
outlet stores, with annual sales 
in the $350 to $500 thousand 
range, have enabled the division 
to move out-of-season and over¬ 
stock items on a profitable basis. 
Operational standards have been 
upgraded by establishing a 
training school for dealers and 
field personnel. 

During the year, our retail fabrics 
division decreased its total 
number of outlets by one. This 
was the net effect of closing 
five unprofitable stores and 
acquiring four units that 
immediately produced opera¬ 
tional profit. 

A major re-structuring of the 
division’s activities, including 
the elimination of wholesale 
distribution, enabled the division 
to vacate the office and ware¬ 
house properties in Lenexa, 


Kansas, and consolidate the 
division headquarters into the 
Mode O’Day regional distribution 
center in Kansas City, Missouri. 
The year 1976 wiil be one of 
selective expansion in markets 
where expansion can be 
accomplished without an 
increase in the cost of supervi¬ 
sion, advertising and related 
services. 

Our Woman’s World Shops 
division, which specializes in 
fashion apparel for the larger and 
half-size woman, continued its 
growth program during the year. 
The number of stores increased 
from 24 to 29, and it is 
anticipated that another six to 
seven outlets will be opened in 
1976. When the tempo of 
shopping center development 
permits, the division should be 
able to expand at the rate of 10 
or 12 new shops each year. 
Throughout 1975, the consumer 
demand emphasis was favorable 
to apparel sales. Forceful 
promotional efforts, together 
with well-balanced store 
inventories, enabled Woman’s 
World to achieve a comparable 
unit sales increase of 15.1 
percent, well over plan. 

The Rasco variety store chain 
initiated a major change in 
merchandising philosophy. 

The “dime store” image, which 
has prevailed through the years, 
has been modified in favor of a 


modern family store concept. 
During the year, 10 outlets were 
completely remodeled and 
renovated, new displays and 
fixtures were installed and the 
merchandise mix was updated 
and improved, in addition, two 
new stores were opened. 

Four new Toy World shops were 
opened in regional shopping 
centers and two outlets 
underwent major remodeling. 
Plans call for the opening of 
eight additional toy shops in the 
months ahead. 

FOOD AND DRUG 
Consumers and particularly 
food shoppers have become 
increasingly value conscious. 
They are demanding, and we 
have dedicated our efforts to 
giving them, full value for their 
money. Climbing sales and 
earnings during the second half 
of the year and continuing into 
the early weeks of this year 
attest to the fact that Red Owl 
is successfully meeting this 
challenge. A new emphasis on 
attractive mass display in our 
food stores has offered visible 
values to consumers. 

New strategies have been 
developed to enable individual 
problem stores to meet specific 
local problems and conditions. 
As a result, many of the hereto¬ 
fore marginal stores are now 
operating on a profitable basis. 
The program of converting small 
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j During 1975, two new company- 
owned stores were opened and 
five additional units were 
I upgraded and enlarged. The 
franchise division opened 10 
outlets, relocated three and 
i expanded six. Three of the 10 
new franchised stores were 
conversions from company- 
owned units. 

Aggressive utilization of both the 
print and electronic advertising 
media enabled our drug chain to 
! achieve by far the highest sales 
and earnings in its history. 

The continuing effort to reduce 
operating costs is expected to 
I be favorably affected by the 
centralized computer utilization 
of consumer prescription files. 
Preliminary studies show that 
this change will reduce the cost 
of processing and, at the same 
I time, increase customer service. 

; Three new company-owned 
drug stores and ten franchised 
outlets were opened during 
1975. 

Expansion plans for this year 
include the opening of two 
company-owned outlets in the 
metropolitan Twin Cities, and 
12 new franchised units will 
open in various communities 
throughout the drug chain’s 
Minnesota and Wisconsin 
primary trade area. 

CATALOG SALES 
Aldens, our catalog sales 
subsidiary, did well despite sharp 


increases in operating costs, 
postage and all elements of 
catalog production. Although 
lower earnings had been 
anticipated and consumer 
demand was down during the 
spring season, aggressive 
merchandising promotions and 
the strengthening economy 
resulted in a fail recovery that 
lifted earnings for the year 
above plan. 

After three years of intensive 
programming, Aldens’ new 
Automatic Order Processing 
System is virtually complete. 

This advanced data processing 
system records each customer 
order, prepares item selection 
information, provides perpetual 
inventory data, updates customer 
accounts and produces a 
customer order confirmation 
and a mailing label. It will be 
fully operational by early 1977 
and is expected to improve 
customer service and reduce 
administrative and operating 
costs significantly. 

America Direct, Aldens’ direct 
mail subsidiary, had an 
outstanding year, reinforcing our 
commitment to expand this 
activity. The original concept of 
merchandising for major U.S. 
oil companies has recently been 
expanded to provide 
merchandise incentive programs 
for U.S. and foreign automobile 
firms. 


SERVICE ACTIVITIES 
Gambles Insurance Group 
consists of Gamble Alden Life 
Insurance Company, Gambles 
Insurance Company and Gamble 
Alden Agency, Inc., located in 
Minneapolis, and Founders Life 
Insurance Company located in 
Los Angeles. Through its ten- 
office network, the group 
operates throughout the United 
States and Canada, using its 
salaried sales force, brokers 
and general agents. 

Major sales activities include: 

• Complete packaged insurance 
services for the small 
businessman, including 
retirement programs, life 
insurance, comprehensive 
major medicai, ali-risk property 
and casualty, liability, 
workmen’s compensation and 
personal lines. 

• Mass marketed and direct 
personal sales programs of 
life, disability, health and high 
limit accident insurance to 
major retailers, financial 
institutions and travel and 
entertainment cardholders. 

• A full line of credit insurance, 
including life, disability, 
property and unemployment to 
large and small retailers and 
financial institutions. 

A comparison of figures from 
December, 1975 to December, 
1965 shows the growth of the 
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most encouraging results. The 
division expects to enjoy major 
growth in 1976 from this western 
market penetration. 

Gambles International Leasing 
Corporation showed a 
substantialincreasein profits, 
revenues and the number of 
equipment leasing contracts 
it holds. 

The year was one of continued 
progress for Gambles Continen¬ 
tal State Bank which exceeded 
$20 million in assets for the first 
time in its history. This reflects a 
nine percent increase in 
deposits. Capital fund ratios 
continued to exceed the average 
of all Minnesota state banks. 

FINANCIAL HIGHLIGHTS 

Gamble-Skogmo, Inc. continues 
to maintain a strong liquid 
financial position. Yearend cash 
and temporary cash investments 
exceeded $174,000,000 which 
represents 72 percent of current 
liabilities. The comparable 
figures for the year earlier were 
$121,000,000 and 53 percent 
respectively. The strong 
emphasis placed on efficient 
cash management is ongoing. 
Inventories and receivables were 
up only slightly and capital 
expenditures amounted to 
$17,000,000, about the same 
level as the previous year. For 
the current year, planned capital 
expenditures will amount to 
approximately $21,000,000 which 


will be considerably less than 
depreciation and net earnings. 
Working capital of $239,000,000 
was up 20 percent from the 
year earlier. 

Worthy ot comment were the 
record fourth quarter earnings. 
On this page is a tabular 
presentation of the past five 
years showing the annual 
successive improvement. 
Because of its liquidity, the 
company was able to advance 
funds during the year to the 
leasing and finance subsidiaries, 
thus reducing, to some extent, 
their reliance on the short-term 
money market. Nevertheless, 
the commercial paper market 
continued to be the primary 
source of short-term funds. 
Commercial paper is sold by the 
parent company and the two 
finance subsidiaries, Gambles 
Credit Corporation and Gambles 
Canada Acceptance Limited. 
Because of their strong capital 
structure and modest debt to 
equity ratio, both Gambles and 
its finance subsidiary enjoy a 
commercial paper rating of 
Fitch-1 (Highest Grade). 

To support short-term commer¬ 
cial paper borrowings, Gambles 
and its finance subsidiaries 
maintain lines of credit 
aggregating $200,000,000 with 
177 banking institutions in the 
United States and Canada, 
including 17 of the 20 largest 


banks. Almost all of the lines 
remained unused during the 
year. Gambles maintains com¬ 
pensating and working balances 
with its banks to support credit 
availability. 

Gamble-Skogmo, Inc. has 
continued its program of selling 
subordinated income notes. As 
of April, 1976, there are 
approximately $200,000,000 of 
these notes outstanding in the 
hands of more than 28,000 
holders. More than $108,000,000 
of these notes have a maturity 
beyond the year 2001 and have 
no sinking fund requirements. 
The income note is a contingent 
interest debt instrument, the 
proceeds of which serve as near 
equity capital and substitute for 
preferred stock in the company's 
capitalization. The pre-tax 
weighted average rate on 
income notes outstanding at 
yearend was 9.42 percent and 
cash amounted to 92 percent of 
outstanding notes. During 1975, 
the average interest cost of all 
borrowings of the company and 
its finance subsidiaries, 
exclusive of income notes, was 
7.55 percent per annum com¬ 
pared with 8.83 percent in 1974. 
The average cost of short-term 
borrowings was 7.21 percent 
compared with 10.75 percent 
in 1974. 

Gambles is contemplating the 
registration of a new issue of 
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income notes after the expiration 
of the current offering late this 
spring. It is our goal by year- 
end to have income notes 
outstanding in an amount equal 
to stockholders’ equity, which 
would give us approximately 
$500,000,000 in capital accounts. 
Stockholders’ equity increased 
$14,000,000 to $239,000,000, an 
all-time high. Total capital 
accounts, comprising stockhold¬ 
ers’ equity and subordinated 
income notes, increased 
$40,000,000 to $427,000,000, 
which is equal to 60 percent of 
total assets. 

Customer Accounts Receivable 
totaled $339,397,000 at yearend, 
up 3.1 percent from a year ago. 
The balance outstanding 
represents a total of 1,710,965 
customer accounts with an 
average balance of $198. 
Charge-offs, as a percentage of 
average receivable balances, 
were maintained at very nearly 
the same level as last year, 3.7 
percent as compared to 3.6 
percent. Improved control estab¬ 
lished through the year resulted 
in an overall reduction in the 
delinquency ratio throughout all 
divisions by yearend. 

In November, Gamble-Skogmo, 
Inc. reached a preliminary 
agreement in principle for the 
purchase by Gambles of 
$15,000,000 of Aristar, Inc. sub¬ 
ordinated notes. These are 
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ten-year, 10% percent notes 
convertible into Aristar common 
stock at a price of $3.40 per 
share after one year. Conversion 
of the notes would give Gambles 
49 percent of the then outstand¬ 
ing Aristar shares. 

Aristar, through subsidiaries, 
operates over 300 consumer 
finance offices and 100 home 
furnishings stores, primarily in 
the southeastern part of the 
United States. 

In March, 1976, a Canadian 
subsidiary of the company, 
Macleod Stedman Limited, 
offered to acquire a 50.1 percent 
interest in Zeller’s Limited and 
$6,060,000 principal amount of 
Zeller’s 51/2 percent convertible 
subordinated debentures from 
W. T. Grant Company for 
$32,000,000 cash in Canadian 
funds. The offer is subject to the 
approval of certain regulatory 
agencies, including the 
Canadian Foreign Investment 
Review Agency. 

Zeller’s operates a chain of 156 
retail department and variety 
stores across Canada. The 
results for its fiscal year ended 
January 31,1976, include sales of 
$369,891,000 and net income 
of $7,078,000. 

MANAGEMENT 
Charles E. Trussed, who had 
been a Corporate Vice President 
and Assistant to the President, 
was elected President of the 


J. M. McDonald Company 
Division, replacing Charles E. 
Blair, who retired from his role 
as Chief Executive Officer and 
became Chairman of the division 
in February, 1976. Mr. Trussell 
heads an Office of President 
for McDonald’s, which also 
includes Robert E. Portwood, 
Vice President in charge of 
Merchandising, and John B. 
MacDonald, Vice President for 
Sales Promotion. 

Donald A. Metke, Corporate 
Vice President, was named 
General Manager of the Tempo- 
Buckeye Division. Mr. Metke 
previously directed retail 
merchandising on the corporate 
staff. 

Thomas D. Najour was named 
President of Gambles House of 
Fabrics. He was promoted from 
Executive Vice President and 
General Manager of the division. 
David A. Heider, who had been 
President of Gambles Conti¬ 
nental State Bank, was named 
Assistant Vice President of 
the corporation and Assistant 
to ine President. 

Joseph G. Rousseau, who had 
been President of Gambles 
International Leasing Company, 
was named President of Gambles 
Continental State Bank. 
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Consolidated Statements of Earnings 

GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 


1975 


1974 


Net sales. $1,559,043,000 

Costs and expenses: ;. V 77T-: 

Cost of sales, including certain occupancy and :y:. : ..:7 

buying costs. . - 1,202,937,000 

Operating and administrative (Note 8). ; ..281,261,000- 

Depreciation and amortization . 11,147,000 

Interest, net of interest income of $6,684,000 

and $8,956,000 . 14,288,000 

Contribution to employees' pension and thrift sharing 

plans (Note 5). 6,408,000 

Total costs and expenses. 1,516,041,000 

Other income —net . 362,000 

Earnings before income taxes. .- 43,364,000 

Income taxes (Note 9) . ; 20,749,000 ; 

Net earnings. $ 22.615,000 

Earnings per common share: p-CC • T 

Primary . $ 4.82 

Fully diluted . $ 4.33 


$1,487,455,000 


1,142,569,000 

268,283,000 

10,685,000 

11,482,000 

7,209,000 

1,440,228,000 


48,278,000 
23,292,000 
$ 24,986,000 


5.52 

4.71 
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Consolidated Balance Sheets 

GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 



1975 

1974 

ASSETS 

Current assets: 

Cash including temporary cash investments of 



SI38,589,000 and 599,756,000 . 

Receivables — net (Note 1). 

Inventories. 

Prepaid expenses. 

Total current assets. 

Investments, principally unconsolidated subsidiaries. 

Propertv and equipment — net (Note 2). 

Excess of cost over equity in companies acquired. 

Deferred charges and other assets. 

. $174,045,000 

37 259,000 
. 255 479 000 

12,710,000 
■ 479,493,000 
33,538,000 
, 95,049,000 
. -27,034,000 

16,502,000 
$711,676,000 

3120,844,000 

38,869,000 

253,550,000 

14,253,000 

427,516,000 

88,224,000 

93,379,000 

27,116,000 

12,976,000 

$649,211,000 

LIABILITIES AND STOCKHOLDERS’ EQUITY 



Current liabilities: 

Commercial paper . 

Current instalments of long-term debt. 

Accounts pavable and accrued liabilities. 

Current income taxes. 

Deferred income taxes applicable to instalment sales . . . 

Total current liabilities . 

Deferred credits, principally deferred income taxes. 

$- 20,933,000 
2,649,000 
161,130 000 
7,447,0001 
48.023,000 
240,238,000) 
8326,000 

i S 13,309,000 

1 4,029,000 

: 151,153,000 

10,901,000 
| 48,167,000 

227,559,000 
7,100,000 

Long-term debt (Note 3) excluding subordinated income 
notes shown below as capital accounts: 

Operating companies . 

Real estate companies. 

Total. 

. ' 8,011,000 
27,698,000 
. 35,709,000 

8,966,000 

17,876,000 

26,842,000 

Capital accounts: 

Subordinated income notes (Note 4). 

Stockholders’ equity (Notes 6 and 7). 

188,379,000 

239,022,000 

163,095,000 

224,615,000 

Contingent liabilities and commitments (Notes 10 and 11) 

$711,07 6,000 

$649,211,000 
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Consolidated Statements of Changes in Financial Position 

GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 


1975 1974 


SOURCE OF FUNDS 

Net earnings . $22,615,000 S24,936,000 

Net earnings of unconsolidated subsidiaries included above. (3,966,000) (9,601,000) 

Depreciation and amortization. 11,147,000 10.685,000 

Cash dividends from unconsolidated subsidiaries. 642,000 . 4,999.000 

Funds derived from operations . 25,438,000 31,069,000 

Issuance of subordinated income notes. 35,412,000 30,377,000 

Issuance of long-term debt. 10,335,000 — 

Carrying value of property and equipment disposals. 2,739,000 2,481,000 

Issuance of common stock. ' 518,000 2,733,000 

Decrease in investments . 3,010,000 . 2,055,000 

Increase in deferred credits. 1,228,000 624,000 

$79,280,000 S69.339.000 

USE OF FUNDS 

Cash dividends.$ 7,547,000 S 7,681,000 

Reduction of subordinated income notes. . 10,128,000 6,428,000 

Reduction of long-term debt. . 2,068,000 3,743,000 

Additions to property and equipment. ■ 15,556,000 14,737,000 

Conversion of preferred stock. 120,000 2,323,000 

Acquisition of treasury stock. — 8,750.000 

Other . 4,563,000 3,185,000 

Increase in working capital. 39,298,000. 22,492,000 

$79,280,000 $6 9~339,000 


CHANGE IN WORKING CAPITAL BY COMPONENT: 

Cash and temporary cash investments. $53,201,000 512,862,000 

Receivables . (1,610,000) 2,019,000 

Inventories . 1,929,000 23,154,000 

Prepaid expenses . (1,543,000) 4.665,000 

Commercial paper and current instalments of long term debt . (6,300,000) (13,292,000) 

Accounts payable and accrued liabilities. (9,977,000); (5,508,000) 

Current and deferred income taxes. 3,598,000 (1,408,0 00) 

Increase in working capital. . $39,298,000 $22,49 2,000 


See accompanying notes to consolidated financial statements 
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Consolidated Statements of Stockholders’ Equity 


GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 


1975 


1974 


Preferred stock — voting, cumulative 
and convertible (Note 6): 

$40 par value; $1.75 per share 
dividend; authorized 600,000 shares: 

Beginning of year. 

Conversion to common stock 
End of year (aggregate preference 
upon involuntary liquidation 

$12,868,000 and $13,000,000) . 

S5 par value; $1.60 per share 
dividend; authorized 1,400,000 shares: 

Beginning of year. 

Conversion to common stock 
End of year (aggregate preference 
upon involuntary liquidation 

$17,691,000 and $18,167,000) . 

Paid-in capital allocated to $1.60 
preferred stock—equivalent to mandator 
redemption price in excess of par value 

Beginning of year. 

Conversion of SI 60 preferred 

stock to common stock. 

End of year. 

Common stock, including additional 
paid-in capital (Note 6): 

$5 par value; 

authorized 10,000,000 shares: 

Beginning of year. 

Allocation of paid-in capital due to 
conversion of $1.60 preferred 

stock to common stock. 

Conversion of preferred stock . . . 

Exercise of stock options. 

End of year. 

Retained earnings (Note 7): 

Beginning of year. 

Net income. 

Unrealized depreciation on 
marketable equity securities ... 
Cash dividends: 

Preferred. 

Common . 

End of year. 

Common stock reacquired and held in 
treasury, at cost: 

Beginning of year. 

Purchased at cost. 

End of year. 

Total stockholders' equity. 


SHARES 

AMOUNT 

SHARES 

AMOUNT 

. 317,069 

(1,294) 

$12,683,000 

(52,000) 

321,869 

(4,800) 

$ 12,875,000 
(192,000) 

315,775 

12,631,000 

317,069 

12,683,000 

. 519.064 

(13,621) 

2,595 000 - 
(68,000)' 

945,148 

(426,084) 

4,726,000 

(2,131,000) 

. 505,443 

2,527,000 

519,064 

2,595,000 

. 519,064 

15,572.000 

945,148 

28,354,000 

. (13,621) 

. 505,443 

(409 000) 
15,163,000 

(426,084) 

519,064 

(12,782,000) 

15,572,000 

..5,533,823 

49,352,000 

5,086,225 

33,837,000 

.' 13,452 ' 

.. 17,660 

. 5.564,935 

409,000 
! 20.00(1 
393.000 
50,279,000 

429,978 

17,620 

5,533,823 

12,782,000 

2,323,000 

410,000 

49,352,000 


182,923,000 

22,615.000 


165,618,000 

24,986,000 


1.1,959,000) 


- 


(1 376,000) 
(6,171,000) 
196,932,000 


(1,810,000) 

(5,871,000) 

182,923,000 

.(1,148,355) 

(38 510,000) 

(835,329) 

(313,026) 

(29,760,000) 

(8,750,000) 

.(1,148,355); 

(38,510,000) 

(1,148,355) 

(38,510,000) 

$235,022,000 (I 


$224,615,000 
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f^otes to Consolidated Financial Statements (Continued) 


GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 

(6) Capital Stock (Cont.) 

unpaid dividends. Sinking fund requirements, equal to 
5% of shares issued, commence in 1984. 

Common shares were reserved as follows: 

1975 

Conversion of preferred stock. 747,622 

Employee stock options . 389,731 

Common stock purchase warrants . 248,000 

1,385,353 

Under the company’s option plans for executives and key 
employees, options are granted at market value and are 
exercisable from one to five years after date of grant. 

Shares under option were as follows: 


Outstanding beginning of year . .. 126,890 

Granted . 5,000 

Exercised . (17,660) 

Expired . (25,590 ) 

Outstanding end 88,640 

Aggregate option price for 
shares outstanding . $2,524,000 

Shares exercisable . 43,840 

Warrants to purchase common stock issued in connection 
with the sale of subordinated income notes are 
exercisable at prices ranging from $25.50 to S40.00 per 
share and expire from July 1976 to January 1984. 

(7) Retained Earnings 

Retained earnings of an unconsolidated service 
subsidiary are restricted as to payment of dividends by 
terms of long-term debt indentures and agreements in 
the amount of $23,131,000. 


1974 

228,962 

5,500 

(17,620) 

(89,952) 

126,890 

$3,497,000 

56,064 


1974 

761,081 

407,391 

272,227 

1,440.699 


(8) Consumer Credit Operations 

The results of the consumer credit operations are 


as follows: (thousands) 

1975 1974 

Finance charge income. $55,782 $54,415 

Operating expense (including credit 
sales expense, collection expense, 

and provision for doubtful accounts).. 32,628 30,735 

Interest expense. 19,903 27,175 

Income taxes . 1,626 (1,747) 

Total expense. 54,157 56,163 

Net consumer credit operations earnings $ 1,625 $(1,748) 


Finance charge income and operating expense are 
included in operating and administrative expense in the 
accompanying consolidated statements of earnings. 
Interest expense is calculated based upon the average 
cost of borrowings of the finance subsidiaries of 
7.15% in 1975 and 10.19% in 1974 applied to the 
22 


average balance of customer receivables reduced 
by deferred income taxes. An effective rate of 50% 
is assumed in calculating income taxes. 


(9) income Tax Expense 

Income tax expense is made up of the following 

components: (thousands) 

1975 1974 

Current tax expense 

Federal. S 5,698 $8,134 

Canadian . 7,770 8,831 

State and local. 1,197 1,056 

Deferred tax expense: 

Federal and State. 5,233 4,303 

Canadian . 851 968 

$20,749 $23,292 


Deferred taxes arose from timing differences related 
to the following: 


(thousands) 
1975 1974 

Instalment sales. $1,035 $4,036 

Depreciation. 3,413 560 

Undistributed foreign earnings. 576 572 

Pension accrual. (1,544) (850) 

Data processing costs . 1,119 587 

Other. 1,485 366 


$6,084 $5,271 

A reconciliation of the 1975 and 1974 expected U.S, 
Federal income tax rate of 48% to the actual effective 
rate is as follows: 

1975 1974 


Computed "expected” tax expense . 48.0% 48.0% 

State income tax net of 

Federal tax benefit. 2.2 1.7 

Canadian taxes in excess of 

U.S. Federal tax rate. 2.4 2.9 

Other . (4.8) (4.4) 


47.8% 48.2% 


(10) Contingent Liabilities and Litigation 

Notes sold to banks under purchase-guarantee 
agreements are unconditionally guaranteed by Gamble- 
Skogmo, Inc. The uncollected balance of such notes was 
338,900,000 at January 31,1976 and 338,750,000 at 
January 25,1975. All payments of principal and interest 
were on a current basis. The company has guaranteed 
indebtedness of unconsolidated service subsidiaries of 
approximately $15,200,000 plus an additional $20,000,000 
which the subsidiary may repay from the proceeds of a 
future five year term loan which will not be 
guaranteed by the company. 
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Motes to Consolidated Financial Statements (Continued) 


GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 


A number of peb'ITifg actions against Aldens, Inc., 
a subsidiary of the company, some of which purport to be 
class actions, attack the legality of certain credit and 
and billing practices. Class action aspects of such cases 
against major retailers typically have not been 
successful. None of these pending actions have been 
certified as class actions by the courts or have come to 
trial. In light of the very material amounts theoretically 
involved, the company has and will continue to vigorously 
defend against these actions. Although it is impossible 
to predict what amounts, if any, might be awarded 
in the event these actions are tried and adversely 
determined, management believes that any relief will be 
primarily injunctive in nature, with limited retroactive 
effect. Taken in the aggregate, and considering that 
Aldens is presently in compliance with applicable state 
laws, management is of the opinion that ultimate 
resolution of these matters will not materially affect 
financial position or results or operations. 

As of January 31,1976, Aldens had a petition for certiorari 
before the United States Supreme Court to determine 
the constitutional applicability of a particular state’s 
instalment sales laws over Aldens as an interstate seller. 

In management’s opinion resolution of this action 
will not materially affect the financial position or results 
of operations of the company. 


(11) Lease Liability 

The company conducts the major part of its operations 
from leased premises. For purposes of the following 
disclosure, the company has made a distinction between 
“financing" lease arrangements and other lease 
arrangements. A “financing" lease is one which, during 
the noncancelable lease period, either (i) covers 75 
percent or more of the economic life of the property or 
(ii) has terms which assure the lessor a full recovery of the 
fair market value of the property at the inception of the 
lease, plus a reasonable return on his investments. 

Total rental expense for the last two years was as follows: 


Financing leases: 

Contingent rentals 
Sublease rentals .. 

Other leases. 
Minimum rentals . 
Contingent rentals 
Sublease rentals .. 


(thousands) 

1975 1974 

$12,663 $11,660 

356 852 

(1,431) (1,220) 

$12,188 $11,292 

$20,403 $19,052 

2,646 1,486 

(8,691) (7,307) 

14,364 13,231 

$26,552 $24,523 


Contingent rentals are determined on the basis of a 
percentage of sales in certain leased stores. 

At January 31,1976 minimum rental commitments under 
all non-cancelable leases (reduced by sublease rentals) 
expire as follows: 


(thousands) 

_ Type of Property _ Total _ 

Year Ended Real Transportation Financing All Other 

January Property Equipment Other Leases Leases 

1977 . $16,440 S2,004 $2,173 $10,974 $9,643 

1978 . 15,481 1,608 2,030 10,197 8,922 

1979 . 14,450 1,078 2,010 9,787 7,751 

1980 . 13,593 642 910 8,434 6,711 

1981 . 12,799 304 758 7,891 5,970 

1982-1986 49,494 119 658 29,383 20,888 

1937-1991 24,580 - - 14,183 10,397 

1992-1996 10,259 - - 6,711 3,548 

Subsequent 6,509 - _ - 5,717 792 


The above minimum rental commitments which apply 
principally to real properly have been reduced by the 
following sublease rentals: 


Years Ended 
January 

1977 . 

1978 . 

1979 . 

1930 . 

1981 . 

1932-1935 .. 
1987-1991 .. 
1992-1996 .. 
Subsequent . 


(thousands) 
Financing All Other 
Leases Leases 
$ 709 $5,825 

699 4,982 

615 4,191 

513 3,520 

411 2,767 

1,148 8,018 

180 2,418 

177 699 

_24 192 


Substantially all leases included above provide that the 
company pay taxes, maintenance, insurance and certain 
other operating expenses applicable to the leased 
premises. 

The present values of the aggregate minimum lease 
commitments, net of sublease rentals, relating to the 
“finance” leases at January 31,1976 and January 25, 

1975 were approximately $67,000,000 and $71,000,000 
respectively, based upon interest rates ranging from 
314 % to 10%. The weighted average interest rate was 
7.0% for 1975 and 6.7% for 1974. 

If all of the above “finance” leases were capitalized, the 
lease rights amortized on a straight-line basis and interest 
expense accrued on the basis of the outstanding lease 
liability, net earnings for 1975 and 1974 would have 
been affected by less than 3%. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




‘ "When a casto-ner has'a 
, complaint he wants aciicn 
no' excuses. 1 try in -hike 
sure that this corrective ac- 
tion takes place mill as little 
f red tape ‘as~possib!e. : ~ . 

, Kevin l avers y “ - 

Supervise r a! rxchrnge - 
■ Special .Service 
Aldws - , * 




Unconsolidated Finance Subsidiaries Condensed Financial Information 


GAMBLE-SKOGMO, INC. 

(All dollars in thousands) 

1975 1974 


FINANCIAL POSITION 
Assets 

Customer instalment accounts net of $33,877 and $33,068 


withheld pending collection . -$305,301; 

Cash and other assets. 7 28,507 

$33 3.808 


Liabilities and Equity 

Notes payable and current instalments of long-term debt. : $203,167 

Other liabilities. 6,208 

Long-term debt, excluding current instalments: 

Senior. 43,569 

Subordinated . 11,787 

Total . 55,356 

Equity . 69,077 


: $333,808 

OPERATIONS 

Income, principally on investment in customer F7C7 


instalment accounts . 7 $ 27,1163 

Expenses, principally interest. 17,993 

Earnings before income taxes. 9,123 

Provision for income taxes. 4,404 

Net earnings. f $ 4,719t 


$297,301 

26,470 

$323,771 


$197,513 

1,861 

47,627 

12,412 

60,039 

64,358 

$323,771 


$ 34,813 
22,953 
11,860 
5,780 
$ 6,080 


Customer instalment accounts less portion withheld are purchased from the operating companies 
of Gamble-Skogmo, Inc. and Subsidiaries. The operating companies retain the customer finance 
charges and pay the finance companies an amount designed to equal IV 2 times the finance 
subsidiaries’ fixed charges. 
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Unconsolidated insurance Subsidiaries Condensed Financial information 


GAMBLE-SKOGMO, INC. 

(All dollars in thousands) 

1975 


FINANCIAL POSITION 
Assets 

Cash aftd investments' 

Bonds (at pfrsdirtifed cost) and notes (at cost) — 
market value at December 31, 1975 and 

1974, respectively, $24,089 and $21,809 . $26,025 

Marketable equity securities at lower of cost or market for 1975 

and at cost for 1974 — 1975 cost $6,060, 1974 market $3,626... 5,002 

Cash and other. 11,604 

42,631 

Other assets . 11,358 

Separate account — Gamble-Skogmo pension plan, 

primarily securities at market. 25,559 

$79,548 

Liabilities and Equity 

Future policy benefits. $18,886 

Unpaid claims. . 10,904' 

Other liabilities . 8,229 

Separate account — Gamble-Skogmo pension plan. 25,559 

Total liabilities. 63,578 

Equity . 15,970 

$79,548 

OPERATIONS 

Premiums, investment income, an$ otfejr revpnqas, net $40,478 

Benefits. 29,123 

Increase (decrease) in future policy benefits. (1,688) 

Other expenses. 9,084 

Total expenses. 36,519 

Earnings before income taxes. 3,959 

Provision for income taxes. 1,600 

Net earnings. $ 2,359 


1974 


$24,104 

5,965 

11,593 

41,662 

12,010 

19,193 

$72,865 


$20,452 

8,691 

8,560 

19,193 

56,896 

15,969 

$72,865 


$20,857 
11,105 
1,007 
4,472 
16,584 
4,273 
1,428 
$ 2,845 


Founders Life Insurance Company was piifejl'ag§§"ipn December 31, 1974 and, accordingly, the 
accounts o^jFocirtdetp are included in the 1975 condensed summary of operations. 
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Significant Comparisons 

GAMBLE-SKOGMO, INC. AND CONSOLIDATED SUBSIDIARIES 


(All dollars in thousands except amounts per share) 

19 ?5 

1974 

1973 

1972 

1971 

Results for the year: 






Net sales and operating revenues. 

$1,559,043 

$1,487,455 

$1,394,883 

$1,348,826 

$1,315,092 

Earnings before income taxes. 

43,364 

48,278 

48,786 

42,630 

36,001 

Federal, state and Canadian taxes. 

-i 20,749 

23,292 

23,857 

20,259 

16,874 

Net earnings. 

22,615 

24,986 

24,929 

22,371* 

19,127 

Cash dividends (including preferred) ... 

7,547 

7,681 

7,871 

8,382 

8,462 

Per share of common stock: 






Earnings per share including 






common equivalents. 

: 4.82 

5.52 

5.32 

4.09* 

3.56 

Cash dividends . 

- - 1.40 

1.40 

1.35 

1.30 

1.30 

Book value. 

w 47.20 ; 

44.11 

39.83 

39.21 

34.81 

Book value assuming conversion 






of preferred stock. 

' ■ 46.28 

43.64 

39.25 

38.51 

35.21 

Yearend position: 






Inventories . 

. 255,479 

253,550 

230,396 

212,870 

202,720 

Net working capital . 

’ 239,255 

199,957 

177,465 

144,540 

153,346 

Current ratio. 

2.0 to 1 

1.9 to 1 

1.9 to 1 

1.8 to 1 

1.9 to 1 

Capital accounts: 






Subordinated income notes. 

188,379 

163,095 

139,146 

114,603 

100,099 

Stockholders' eauity . 

239,022 

224,615 

215,650 

211,336 

221,012 

Number of: 






Full time employees . 

19,000 

18,800 

19,500 

21,474 

22,166 

Square feet of selling space. 

8.739.000 ' 

8,741,000 

8,860,000 

8,990,000 

8,839,000 

Company-owned stores. 

' 680 

678 

673 

674 

711 

Authorized dealers . 

. 2,752 

2,843 

2,850 

2,872 

3,158 

Common shares outstanding 






at year end**. 

4,416,580 

4,385,468 

4,250,896 

4,097,758 

4,783,110 

Shareholders . 

14,525 

14,540 

14,976 

15,244 

16,108 

Subordinated income note holders. 

27,762 

23,285 

17,529 

12,540 

10,017 


'Excludes extraordinary item of $5,616 ($1.15 per share) 

*'Excludes shares of treasury stock in 1975, 1974, 1973 and 1972 
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' I've ahvays liked K^rklry ’ 
esoecia'ly the contact with 
the public. Our customers 
' here come from literally ail '■ 
. walks of life, so each day no ' 
serve a cross-section of- 
society.' 

Belly Scherer 

•' Assistant Vice President. ■ 
t.,Gambles Continental Bank. 



1970 

1969 

1968 

1967 

1966 

$1,296,704 

$1,258,404 

$1,144,165 

$ 910,312 

$ 701,501 

30,953 

27,596 

27,896 

24,992 

27,724 

15,887 

14,390 

14,723 

12,997 

14,445 

15,066 

13,206 

13,173 

11,995 

13,279 

8,165 

8,062 

7,612 

7,407 

7,058 


3.08 

2.66 

2 81 

2.51 

2.90 

1.30 

1.30 

1.30 

1.30 

1.25 

31.87 

29.83 

28.69 

26.28 

24.95 

33.39 

32.21 

31.60 

30.16 

29.31 

214,173 

198,739 

212,562 

187,388 

171,359 

174,236 

192,453 

174,399 

162,977 

209,261 

2.0 to 1 

2.3 to 1 

2.3 to 1 

2.5 to 1 

2.5 to 1 

88,021 

71,757 

69,085 

37,718 

6,404 

193,672 

186,466 

175,753 

163,588 

159,207 

24,275 

26,349 

26,741 

27,286 

23,768 

8,931,000 

9,155,000 

9,494,000 

8,656,000 

6,531,000 

799 

802 

907 

987 

782 

3,205 

3,205 

3,193 

3,315 

3,074 

3,999,620 

3,839,951 

3,602,430 

3,454,885 

3,454,460 

17,345 

18,101 

17,299 

17,059 

16,476 

7,566 

4,277 

3,549 

3,789 

2,551 




1971 72 73 74 75 


^Stockholders’ Equity [^Subordinated Income Notes 
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f -‘As an all-around trouble -; j 

,s hotter lor-our-arlrnetao — 

ares', I get sen ■ A- 
- - different crerf'daf. "I think ’ 1 
it’s Ihis variety I enjoy 
most”-. - : ' 

Martenne Nsiricw , ' 

Affiliate Merchandise ,. .... . ^ 

Coordma’cr \ $4} 




House of Fabrics'Divljion 



Five Year Summary of Operations 


(All dollars in thousands except amounts per share) 


The following summary of operations presents in condensed read in conjunction with the financial statements and notes 
for the five years ended January 31, 1976, and should be 



1975 

1974 

1973 

1972 

1971 

Net sales and operating revenues. 

$1,559,043 

SI,487,455 

SI ,394,883 

SI ,348,826 

31,315,092 

Costs and expenses: 

Cost of sales . 

1,202,937 

1,142,569 

1,073,106 

1,037,821 

1,012,438 

Operating and administrative . 

287,669 

275,492 

251,481 

247,689 

241,849 

Interest —net . 

14,288 

11,482 

11,325 

10,875 

15,161 

Other costs and expenses. 

10,785 

9,634 

10,185 

9,811 

9,643 

Earnings before income taxes. 

43,364 

48,278 

48,786 

42,630 

36,001 

Income taxes. 

20,749 

23,292 

23,857 

20,259 

16,874 

Net earnings before extraordinary item. 

22,615 

24,986 

24,929 

22,371 

19,127 

Gain on sale of Claude Neon Advertising, 

Ltd. stock less applicable income taxes 
of S500 . 




5,616 


Net earnings . 

22,615 

24,986 

24,929 

27,987 

19,127 

Dividend requirements on preferred stock .... 

1,376 

1,810 

2,549 

2,320 

2,540 

Net earnings applicable to common stock. 

$ 21,239 

S 23,176 

S 22,380 

S 25,667 

S 16,587 

Average number of common and common 
equivalent shares outstanding 

Primary. 

4,404,000 

4,201,000 

4,206,000 

4,900,000 

4,663,000 

Fully diluted . 

5,162,000 

5,300,000 

5,562,000 

6,336,000 

6,250,000 

Earnings per common share 

Primary 

Earnings before extraordinary item. 

$ 4.82 

S 5.52 

S 5.32 

S 4.09 

S 3.56 

Extraordinary item. 

— 

— 

— 

1.15 

— 

Net earnings . 

$ 4.82 

S 5.52 

S 5.32 

S 5.24 

S 3.56 

Fully diluted 

Earnings before extraordinary item. 

$ 4.38 

S 4 71 

S 4 48 

S 3 53 

S 3.06 

Extraordinary item . 

— 

- 

- 

.89 

- 

Net earnings . 

$ 4.38 

S 4.71 

S 4.48 

S 4.42 

S 3 06 

Cash dividends paid per share of common stock 

$ 1.40 

S 1.40 

S 1.35 

S 1 30 

S C30 
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■: ■ "Them is satisfaction both 
in the development of "8rf 
, . merchandise lines and in 
the d vti prert of per o n 

i: measured quickly in the first. 
: more s'.owfv in the second." 

Gerjid Schreiner 
- Vice Presided — • 

( Merchandising 
; fiasco Stores Division 



Description of Business 


Gamble-Skogmo, Inc. is primarily engaged, directly 
and through subsidiaries, in the merchandising 
business. Other subsidiaries are engaged in 
service activities that primarily serve the company’s 
merchandising business. A general description of 
the company’s merchandising business and 
service activities is set forth below and followed 
by a tabulation of the number of outlets included 
in each merchandising group. 

MERCHANDISING BUSINESS 
The company merchandises a wide variety of 
consumer products at retail through company- 
operated stores and through mail order catalogs, 
and at wholesale to independent franchised dealers. 
This merchandising business can be conveniently 
subdivided into three different groups. The "General 
Merchandising Group” consists of mass 
merchandising stores, department and specialty 
stores, and all Canadian stores The "Food and 
Drug Group” consists of grocery and drug stores 
operated or franchised by Red Owl Stores, Inc. and 
one of its subsidiaries. The "Catalog Sales Group” 
consists of the catalog and mail order merchandising 
business conducted by Aldens, Inc. and its 
subsidiaries. 

The 3,432 stores operated or supplied by the 
company as of January 31,1976, are located 
principally in towns and cities having populations 
ranging from several hundred to 50,000 people. 
GENERAL MERCHANDISING GROUP 
The^ef^TalMerchandrsing Group is comprised of 
the various individual stores included in the three 
broad categories described below. 

MASS MERCHANDISING STORES. The company 
operates mass merchandising stores under the 
names Tempo and Buckeye Mart. These stores are 
merchandised to appeal to the value conscious 
customer. 

DEPARTMENT AND SPECIALTY STORES. This 
category includes conventional department 
stores operating under a variety of names, and the 
specialty stores described below. 

The Gamble stores are primarily hardlines stores that 
are service-oriented and carry a substantial 
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amount of private label merchandise supplied 
by the company. 

The Gambles House of Fabrics Division is comprised 
of stores handling fabrics, accessories and sewing 
notions, operating underthe name House of Fabrics. 
The J. M. McDonald stores specialize in the sale of 
nationally advertised brands of men’s, women’s 
and children’s apparel, accessories and shoes, 
home furnishings, fabrics, gifts and related items. 

The Mode O'Day Division is comprised of Mode 
O’Day stores and a few Double Up stores. Mode 
O’Day stores handle low-priced lines of women’s 
apparel and accessories, and Double Up stores 
handle essentially the same kinds of merchandise 
but are oriented toward a younger age group. The 
Rasco Divisiomig'comprised of vanity stores 
operating underthe names Rasco and Rasco-Tempo 
which are similar to the mass merchandising stores 
described above, of toy stores operating under the 
name Toy World, and of fabric stores operating under 
the name Embassy Fabrics. 

The Skogmo stores are softlines stores. Woman's 
World stor^fjfre specialty, large-size women’s 
apparel shops 

CANADIAN STORES. The Macleods Division of 
Macleod Stedman Limited, a subsidiary of Gambles 
Canada Limited, is comprised principally of stores 
handling primarily hardlines, but also includes three 
mass merchandising stores operated underthe 
name Gambles in Winnipeg. The Stedmans Division 
of the same suf|piary is comprised of variety and 
saftiines stores,Wood Ate*arider.Limited, a subsidiary 
of Macleod Stedman Limited, operates a wholesale 
hardware operation in Ontario. 

FOOD AND DRUG GROUP 

Red Owl Stores, Inc. and its drug store subsidiary 

operate and supply Red Owl food stores, 

Snyder's drug stores and Red Owl 
Family Centers that offer both food and 
drug merchandise as well as selected hardline and 
softtme products. 

CATALOG SALES GROUP 
Aldens, Inc. operates a catalog sales business 
through direct catalog distribution by mail. An Aldens 
subsidiary makes its own merchandise offers and 
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i - keeping , track- ote material 
and making sure that people : 
have proper authorization iz- 
be in certain restricted 
areas. It’s something that t 
must go on every day.” ■ 

K, William Benneil 
Security 

Stcdmans Division 



Description of Business (continued) 


also syndicates small catalogs, bill stutters and other 
mailings for customers such as oil companies, credit 
card companies, magazine publishers and banks. 

SERVICE ACTIVITIES 

The subsidiaries of the company that are not directly 
engaged in the merchandising business offer a wide 
variety of services, described below, that primarily 
serve and support the company's merchandising 
business. 

FINANCING 

Gambles Credit Corporation purchases receivables 
resulting from credit sales by the company and its 
subsidiaries in the United States, and Gambles 
Canada Acceptance Limited purchases receivables 
resulting from similar credit sales by the company’s 
Canadian subsidiaries. 

INSURANCE 

Gambles Insurance Group writes insurance and 
engages in related activities, principally through 


Gamble Alden Life Insurance Company, Founders 
Life Insurance Company, Gambles Insurance 
Company, a casualty company, and Gamble Alden 
Agency, Inc., a general all-lines agency. 

OTHER SERVICE ACTIVITIES 
Gamble Development Company, a real estate 
subsidiary, manages or owns and operates five 
shopping centers, which range in size from 
approximately 34,000 square feet to 229,000 square 
feet. Gambles Continental State Bank, a subsidiary, 
is a relatively small bank doing a general banking 
business in downtown St. Paul, Minnesota. Gambles 
C & M Leasing Company, an 80 percent owned 
subsidiary, owns and leases vehicles (primarily 
automobiles and trucks), including most of the 
vehicles used by the company. Gambles International 
Leasing Corporation leases equipment to 
commercial and industrial users, and Gamble Rents, 
Inc. leases home furnishing and appliances to 
consumers. 


Tabulation of Company-Owned and Franchised Outlets a S ou»a„3i,i976 

Domestic Stores (total 283S) 

Company-Owned Stores - o Franchised Dealers 


2 £ 81 48 66 a 109 3.' 


<?' a® cf a ? 
1,8 273 36 2314 


; Canadian Stores (total 533) 

, Company-Owned Stores Franchised Dealers : 


( Summary of Stores (total 3432) ■ 

Domestic ' Canadian : 




63 72 13S 


<3? <5 


■ 2314 2639 


‘55 593 ; 
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"t lavs Me leak that comes 
aver a customer's face when 
[,shs tr'<es on art outfit that is 
fashionable sr-ct joung- 
Iooking — yee can tall her 

- Janet Steams 
Separates Buyer 
Woman's World S'reps - 






Directors and Officers 


DIRECTORS 

Russell M. Bennett, Attorney and Partner, Gray, 

Plant, Mooty & Anderson 
B. Fred Davidson, Retired Officer 
‘Walter H Davies, Jr.. Vice Chairman of the Board 
and Chief Financial Officer 

‘Louis E. Dolan, Vice Chairman ot the Board and General Counsel 
‘Bertin C. Gamble, Chairman oi the Board 
and Chief Executive Officer 
‘Arthur G. Johnson, Executive Vice President 
‘Forest R. Lombaer, Senior Vice President for Personnel 
‘Wayne E. Matschullat, President 
Burr L. Robbins, Consultant, former President, General Outdoor 
Advertising Company, Inc. 

‘James F. Tracy, Senior Vice President lor Buying 
‘Edwin O. Wack, Senior Vice President 
Wheelock Whitney, Chairman, The Johnson Institute 
(for chemical dependency) 

Carle R Wunderlich, Vice President, President, Athens, Inc. 

Bernard 3. Zients, Consultant, former President, Gimbel Brothers, 

New York Division 

OFFICERS 

Bertin C. Gamble, Chairman of the Board 
and Chiet Executive Officer 

Wayne E. Matschullat, President | office 

Walter H Davies, Jr,, Vice Chairman and Chiei Financial Officer , l OF 

Louis E. Dolan, Vice Chairman and General Counsel | PRESIDENT 

Arthur G. Johnson, Executive Vice President 

Forest R. Lombaer, Senior Vice President for Personnel 

Lawrence W Rixe, Senior Vice President and Controller 

James F. Tracy, Senior Vice President tor Buying 

Edwin 0. Wack, Senior Vice President 

Robert W. Hill, Vice President for Pmcof&megit 

Roy W. Johnson, Vice President lor Buying 

Law'rence Kanters, Vice President, General Manager, Skogmo Stores Division 
Frank D. Kollmer, Vice President lor Credit 
Frank T. Matthews, Vice President lor Store Design, 

Construction and Display 

Donald A. Metke, Vice President, General Manager, 

Tempo-Buckeye Stores Division 

Herbert D. Nelson, Vice President; President, Rasco Stores Division 
Carle R. Wunderlich, Vice President; President, Aidens, Inc. 

Charles H. Gauck, Secretary and Assistant General Counsel 
Norman M. Steck, Treasurer 
David A. Heider, Assistant Vice President 
and Assistant to the President 
Stanley J. Edwards, Assistant Vice President 
Richard L. Parry, Assistant Vice President 
Paul P. Senio, Assistant Vice President 
James C. Bowie, Assistant Controller 
Richard W. Nelson, Assistant Treasurer 
William E. Oppenheimer, Assistant Secretary 


ANNUAL MEETING 

The annual meeting of 
stockholders will be held at the 
home office of the company on 
Friday, June 25, 1976. A proxy 
statement including a request for 
proxies, will be mailed to 
stockholders approximately three 
weeks prior to the meeting. 


TRANSFER AGENTS 

Citibank, N.A. 

Ill Wall Street 

New York, New York 10015 

The First National Bank of Chicago 
One First National Plaza 
Chicago, Illinois 60670 


REGISTRARS 

The Chase Manhattan Bank, N.A. 
One Chase Manhattan Plaza 
New York, New York 10015 

Continental Illinois National Bank 
and Trust Company of Chicago 
231 South La Salle Street 
Chicago, Illinois 60693 


FORM 10-K 

A copy of the company’s annual 
report to the Securities and 
Exchange Commission on Form 
10-K for its most recent fiscal year 
may be obtained by stockholders 
without charge by writing to- 

Charles H. Gauck, Secretary 
Gamble-Skogmo, Inc. 

5100 Gamble Drive 
Minneapolis, Minnesota 55416 


‘member of Executive Committee 
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Offices, Divisions & Subsidiaries 


Except as listed, all operations are located at the company’s corporate headquarters: 5100 Gamble 
Drive, Minneapolis, Minnesota 55416 (Phone 612/374-6123) 


MERCHANDISING OPERATIONS 

ALDENS, INC. 

Chicago, Illinois 

GAMBLE DEPARTMENT STORES, INC. 
Chicago, Illinois 
GAMBLE STORES DIVISION 
GAMBLES CANADA LIMITED 
Winnipeg, Manitoba, Canada 
GAMBLE CORPORATE BUYING DIVISION 
New York, New York 

GAMBLES HOUSE OF FABRICS DIVISION 

Kansas City, Missouri 

GAMBLES IMPORT CORPORATION 

Burbank, California 

J. M. MCDONALD CO. DIVISION 

Hastings. Nebraska 


MACLEODS DIVISION 
Winnipeg, Manitoba, Canada 
MODE O'DAY DIVISION 
Burbank, California 
SKOGMO STORES DIVISION 
RASCO STORES DIVISION 
Burbank, California 
RED OWL STORES, INC. 

Hopkins, Minnesota 
SNYDER'S DRUG STORES, INC. 
Hopkins, Minnesota 
STEDMANS DIVISION 
Toronto, Ontario, Canada 
TEMPO-BUCKEYE STORES DMSfON 
WOMAN'S WORLD SHOPS, INC. 
LaMesa, California 


SERVICE SUBSIDIARIES 

FOUNDERS LIFE INSURANCE COMPANY 
Los Angeles (Century City), California 
GAMBLE ALDEN AGENCY, INC. 

GAMBLE ALDEN LIFE INSURANCE COMPANY 
GAMBLE DEVELOPMENT COMPANY 
GAMBLE RENTS, INC. 

GAMBLES C & M LEASING COMPANY 
GAMBLES CANADA ACCEPTANCE LIMITED 
Winnipeg, Manitoba, Canada 


GAMBLES CONTINENTAL STATE BANK 
St. Paul, Minnesota 
GAMBLES CREDIT CORPORATION 
Reno, Nevada 

GAMBLES DATAMATION CENTER 

Burbank, California 

GAMBLES INSURANCE COMPANY 

GAMBLES INTERNATIONAL LEASING CORPORATION 
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